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as of and for the year ended December 31, 2004, which collectively comprise the Town's basic finsscis] statements
s listed in the tsble of contents. These financial siatements are the responsibility of the Town's management. Our
responsibility is to express opirions on these fimancial statements based on our sodit
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appregate remaining fund information of the Town of Milford, Mew Hampshire, as of December 31, 2004, and the
respective changes in financial position and cash flows, where applicable, thereal for the year then ended in
conformity with scoounting principles generally accepted in the United States of Americs.

As described in Motz 1 hhhﬁ:MﬁmﬁnTm-@udwm
Standards Board Statoments Nos. 34, 37, 38 and GASB Interpretstion 6 during fhe year ended December 31, 2004,

The management’s discussion and analysis and budgetary comparison information on pages 2-11 and 41-
umnu-w”ﬂhmmmmmwmw
by sccounting principles genenally accepted in the United States of America. We have applied certain limited
procedures, which comsisted principally of inquiries of management regarding the methods of messurement and
presentation of the requored supplementary information, However, we did not audit the information snd express no
opimion on i
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comprise the Town of Milford, New Hampshire's basic financinl statsmests, The combining nonmajor fimd
stalements wre presented for pusposes of additional analysis and are not @ required pert of the basic financial
statements. The combining nommajor fand financial stitements have been subjectsd to the suditing procedures
Wihﬂdhmmmﬂhuwﬁm,mﬁwmdhﬂ_ﬂmh
relation b the basic financial statements taken a3 & whols,
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April 7, 2008
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Town of Milford, New Hampshire
Management's Discussion and Analysis
December 31, 2004

This section of the Town of Milford, New Hampshire financial report presents our discussion and
analysis of the financial activities of the Town for the year ended December 31, 2004, Please read
it in conjunction with the transmittal lstter and financial statements presented in this report.
These financial reports represent the Town's first year of financial reporting under the major new
34 (GASB 34). The new accounting standard requires significamt changes in governmental
financial reporting. The major areas of change include:
= Reporting of the Town's governmental capital assets and related depreciation of these assets
*  Management discussion and analysis section
* Presentation of the financial statements similar to the private busincss sector
Since this is the first year of implementation, this analysis provides limited comparisons 1o prior

years. Future year's comparisons as required will contain more meaningful information relating to
the Town's finances and changes in financial position.

FINANCIAL HIGHLIGHTS
Government —wide highlights

*= The Town's total assets exceeded total lishilitics by 37.5 million. This amount is presented
a5 “Total Nel Assets™ on Exhibit A-Statement of Net Assets. Of this amount, $2.6 million
was reported as unrestricted, $2 million was restricted and $32.9 million was invested in
capital assets, net of related debt.

* (overnmental activity revenues exceeded expenses (hereby increasing the Town's net assets
by $1.6 million.

Fund Highlights
*  The General Fund reported a fund balance this year of $1 million.
=  General Fund actual revenues excesded estimates by 3144 thousand while the overall actual
expenditures were $441 thousand less than appropriated. Additional detsil is provided in the
General Fund Budgetary Highlights section of this report.
OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction 1o the Town's financial
statements. The basic financial statements contain the following components.

1.) Government-wide financial statements
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The government-wide financial statements are designed to provide readers with a broad overview of
the Town's finances, in a manner similar to the private sector. Our analysis of the Town begins on
Exhibit A and B. The statement of net assets and the statement of activities report information
about the Town as a whole and about its activities for the current period. These statements are
prepared utilizing the accrual basis of accounting whereas current year's revenues and expenses are
taken into account regardless of when cash is received or paid.

These two statements report the Town's net assets and changes in them. The Town's net assets, the
difference between assets and liabilities, are one way to measure the Town's financial health, or
financial position. Over time increases or decreases in net assets may serve &s a useful indicator of
whether the financial position of the Town is improving or deteriorating.

The stalement of net assets and the statementl of activities divide the Town into two types of
bvition:

=  Governmental Activities — Most of the Town's basic functions are reported here which
include the general government, public safety, highways and strects, health and welfare,
sanitation, culture and recreation amd debt service. Property taxes, inlérgovemmental
revenues, permits and fees, and state and federal grants finance most of these activities.

= Business Type Activities — The Town charges a fee to customers with the intention of
recovering all or a significant portion of the costs through user fees and charpes. The
Town's Water and Sewer funds are reported here.

Fund Financial Statements

The fund financial statements provide more detailed information about the Town's funds, focusing
on its most significant or “major” funds, not the Town as a whole. A fund is a group of related
accounts that is used to maintain control over resources that have been segregated for specific
activities. The Town, like other local governmments, uses fund accounting to ensure and exhibit
compliance with finance-related legal requircments. Some funds are established as required by
state statute while others are instituted by the Town to help control and manage financial activities
fior a specific purpose, such as police outside detail and grants, The Town's funds are divided into
three fund categories; govemmental, proprictary and fiduciary.

*  Governmental Funds (Exhibit C and D) - Most of the Town's basic functions are reported in
governmental funds which focus on how money flows in and out of those funds and
balances remaining at year end that are available for spending. These funds are reported on
a modified sccrual basis of accounting, which measures cash and all other financial assets
that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the Town's general government operations and the services it provides.
Governmental fund information helps lo determine whether there are more or fewer
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finencial resources that are available for spending in the near futre to finance the Town's
programs. The differences between governmental activities as reported in the statement of
nel assels and the stalement of activities and governmental funds are ilemized in a
reconciliation located at the bottom of the fund financial statements.

* Proprictary funds (Exhibit E, F and G) — When the Town charges water and sewer
customers for the services it provides; they are reported in proprictary funds. Proprietary
funds are reporied in the same way that all business type activities are reported in the
government wide financial statements but provide more detail and a statement of cash flows.

* Fiduciary Funds (Exhibit H & I) -~ The Town acts as a trustee for various trust funds.
Becanse of the trust ammangement, these funds can only be used for the trust beneficianes.
All of the Town's fiduciary activities are reporied in separate statements of fiduciary net
assets and changes in fiduciary net assets. These activities are excluded from the Town's
other financial statements because the Town cannot use these assets to finamce its
operations. The Town is responsible for ensuring that the assets reported in these funds are
used for their intended purposes.

Notes to the Financial Statements

= The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 21-40 of this report

Required Supplementary Information

® The basic financial statements and accompanying notes are followed by a section of required
supplementary information. This section includes a budgetary comparison schedule of the
Town's General Fund.

In addition 1o the required clements, we have included a section with combining statements that
provide details abowt our non-major governmental funds, cach of which is added together and
presented in a single column in the basic financial statements.

GOVERNMENT WIDE ANALYSIS
Net Assets
As noted earlier, net assets may serve over time as a usefol indieator of a government's financial

position. The condensed analysis below focuses on the net assets of the Town’s governmental and
business type activitics.
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= Town of Milford
Table 1 - Condenved Statement of Nei Assets
December 31, 2004

ASSETS:
(Current Asscts ] 17619913 | | § 1,914,076 | | § 19,533 980
| Capital Asists 15,725 300 20,025,869 35,751,172

Total Assots ] 33345216 | |3 199945 | |5 55285161
[LIABILITIES:
|Current Lishilities ] 13515047 | [ % 6539 | |3 13,501,586
Noncurrent Liabilitics 5,680,336 871,462 A

Total Linbilities H 19203383 | | % 1,258,001 | | § 20,461,184
INET ASSETS:
|Invested in capital mssets,

Bet of related debt 3 13,863,610 | |5 18986616 | | § 32830226

Testrcted 2.017,761 P 2,617,761 |
|Umeatrictod/{ Deficit) 902,005 | | 1,605,328 1,597,333
| Toml Nt Assers ] 16783376 | | § 20,681,944 | | § 37,465,320

The Town's combined net assets are $37.5 million of which $16.8 million represents governmental
activities and the remaining $20.7 million relates to business type activitics

By far the largest portion of the Town's net assets (87.7%) reflects its investment in capital assets
{e.g., land, buildings, equipment and infrastructure), less any outstanding related debt used to
acquire those assets. The Town uses these capital assets to provide services to citizens;

, these agsets are not available for foture spending.  Although the Town’s investment in
its capital assets is reported net of related debt, it should be noted that the resources needed to repay
this debt must be provided from other sources, since the capital assets themselves cannot be used to
hiquidate these Eahilit

The restricied portion of the Town's net assets (5.4%) represents resources that are subject to
exiernal restrictions on how they may be used. The remaining balance of unrestricted net assets
{6.9%) may be used to meet the Town's ongoing obligations to citizens and creditors.

Governmental activities reflect a positive unrestricted net asset balance of approximately $900
thousand at the end of the year. It is worthwhile noting that the govemmental activities of the Town
have recognized $1.4 million of debt associated with water and sewer related assets. While the debt
is reflected in governmental activities, the corresponding asset is recognized in business-type
activities.

Business-type activities reflect a positive unrestricted net asset balance of §1.7 million of which can
only be used to finance the continuing operations of the Water and Sewer functions. Exhibit E
provides a specific column for each of the Water and Sewer funds.

5
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Changes in Net Assets

Table 2 presents the Town's condensed changes in net assets as derived from the government-wide
Statement of Activities.

REVENUES:

Program Revenmes:
Charges for Services 5 649592 % 2270439  § 292001
Operating grants and contributions 493 461 - 493,461
Capital grants and contributions 303,536 105,941 409477

General Revenues:
Property and other taxes 6,295,166 = 6,295,166
Licenses and permits 2,396,340 - 2,396,340
Grants and contributions E45932 - 845,932
Interest and investment earnings 270,835 4,576 275411
Miscellanecus 445,105 9,162 454 267

TOTAL REVENUES 11,699 967 21,390,118 14,090,085

EXPENSES:

Program Expenses:
General government 3,340,890 - 3,340,890
Public safety 3,322,842 F 3,322,842
Highways and strests 1,107,967 E 1,107,967
Health and welfare 324,515 324,515
Sanitation 714272 714,272
Economic development 15,731 15,731
Cuilture and recreation 999,328 999,328
Interest and fiscal charges 220,434 220,434
Water and sewer 2482 260 2,482,260

TOTAL EXPENSES 10,045,979 2,482,260 12,528,239

Excess/(Deficiency) before transfers 1,653,988 (92,142) 1,561,846

Transfers (58,548) 58,548 .

Increase/(Decrease) in net assets $ 1595440 § (33.594) § 1,561,846
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The increase or decrease in net assets can provide an indication as to whether the overall financial
position of the Town improved or deteriorated during the year. The total net asscts for the Town
increased by 51.6 million during the year. Governmental activitics net assets increased by §1.7
million or (10.5%) while business-type activities net assets decreased by 534 thousand (.0016%).

Governmental Activities
Governmental activity revenues exceeded expenses by $1.6 million.

The primary sources of revenue for the Town were derived from property taxes (53.8%), licenses
and permits (20.5%), and program revenues (12.4%). Inferest earnings, grants and miscellaneous
revenues sccounted for the remaining 13.3% of revenues.

The Town's expenses cover a range of functions, The largest functional expenses were related 1o
the general government (33.3%), public safety (33.0%), highways and stroets (11.0%), and culture
and recreation (9.9%), which collectively accounted for B7.2% of total expenditures.

Business-tvpe Activities

Owverall, the charges for goods and services for the Town's business type activities were inadequate
to cover the operating expenses.  The loss relates specifically to sewer operations as reflected in
Exhibit F. However, since the Sewer activitics retain a positive cumulative earnings position, there
are still sufficient net asseis to support these activities. The water activities report & positive
change in net assets for the year.

In an effort to ensure the rates are set at levels sufficient to maintain the water and sewer systems

over the long term, the Board of Selectmen have authorized a water and sewer rate study to be
completed in 2005.

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

As noled earlier, the Town uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

The focus of the Town's governmental funds is to provide information on near-term inflows,
outflows and balances of resources available for spending. Such information is uwseful in
determining the Town's financing requirements. In particular, unreserved fund balance may serve
as a practical benchmark of & govenment's nel resources available for spending at the end of the
year.

At the end of the year, the Town's povernmental fimds (as presented in Exhibit C) reported a
combined ending fund balance of $6,102.372. Approximately 79.5% of the total fund balance
($4,853,579) constitutes unreserved fund balance. The remainder of fund balance is reserved to
indicale that it is not available for spending because it has already been committed for a variety of
legally restricted purposes.
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The General Fund is the chief operating fund of the Town. At the end of the year, unreserved fund
balance of the General Fund was §941,596, while total fund balance was $1,044,957. As a measure
of the General Fund's liquidity, it may be useful to compare both unreserved fund balance and total
fund balance to total expenditures. Unreserved fund balance represents 9.7% of total General Fund
expenditures, while total fund balance represents 10.8% of that same amount.

Within the non-major funds the Capital Projects Fund has a total fund balance of $2,875,217, all of
which is intended for the construction of the new police facility.

General Fund Budgetary Highlights

Throughout the year, the Board of Selectmen revised the original budget several times. These

The firt category includes budgets carried over from the prior year (encumbrances). These
authorize the completion of trunsactions in process st year end. They are reflected in the actual
beginning balances in addition to the amounts appropriated at the March ballot session.

Secondly, there were several transfers of appropriations between departments to prevent budget
overruns. A budget to actual schedule for the General Fund can be found on Page 41.

The actual revenues were greater than budgetary estimates by $182 thousand and can be
summarized as follows:

Additional revenues collected for land use change tax penalties.
Increase in intcrest collected on tax liens.

Increases in cable franchise fees, building and permit fees.
Increase in inlerest earmnings due lo more fuvorable interest rates
Increases in income from charges for services from departments.
Increases in Sewer impact fee collections

The final budget for expenditures was $441 thousand below final budget amounts due largely in
part to the following:

= Postponement of the implementation of a public works re-organization.
= Employee atirition in the planning, police, ambulance, town clerk and tax collector

*  Wage driven and insurance benefits related to the above staffing vacancies.
* Unused appropriations across various departments

The combination of increased revenues and decreased expenses created a budgetary surplus of $5623
thousand.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The Town's investment in capital assets for its governmental and business-type activities totals
§35,751,172 net of depreciation. These assets include land and improvements, buildings,
equipment, infrastructure and construction in process. The net book value of the Town's capital
asscis of governmental activities is reported for the first time this vear in accordance with the new
GASB requirements. The Town's assets are summarized in Table 3 below,

Town of Milford
Table 3 - Capital Assets of December 31, 2004 ]
(Net of Depreciation)
Land and Improvements ¥ 9945641 | | § 275,199 10,220,840
| Buildings 2,218,330 12,283,769 14,502,099
Vehicles and Equipment 2,084 679 451,879 2,536,558
Infrastruciure 1,326,598 7,015,022 £341,620
|Construction in Process 150,055 - 150,055
| Totals: 5 15725303 | | § 20,025,869 § 35751172

$605,000 - Construction of a compost facility cover at the wastewater facility.

$2597,000 - Pedestrian Bridge connecting Keyes Field to the Boys & Girls Club,
$208,000 — Communications equipment for use &t Milford Area Communications Center.
$130,000 — Town wide street light replacement.

§ 64,000 — Caterpillar wheel loader for the Highways and Streets Department.

§ 60,000 - 2 Dump trucks for the Parks and Cemeteries Depariments.

§ 23,000 - 2005 Ford Crown Victoria police cruiser.

No significant retirements or dispositions were recorded this year,

Additional information on the Town®s capital assets can be found on pages 31-32 of the notes (o the
financial statements of this report.

Debt Administration

The Town of Milford had total debt of $7,207,465. Of this amount, $6,714,260 represents general
obligation bond debt backed by the full faith and credit of the Town. The remainder of the Town's
debt is comprised of capital leases for equipment with lease payments totaling $493,205.

Outstanding debt including short and long term portions is summarized in Table 4 below,

9
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Town of Milford
Table 4 - Outstanding Debi
December 31, 2004

General Obligation Bonds 3 5715260 | | § 999,000 £ 6,714,260
[Capital Leases 452,952 40,253 493,205
Total Dbt Outstanding 5 6,168212 | [ § 1,039,253 5 7,207,465
|Less current portion:
Amounts within one year (676,684) (193,54 (870,231}
Total Long Term Dbt 5 5491528 | § B45, 706 b 6,337,234
|

State statute limits the amount of general obligation debt the Town may issue to 3% of base
valuation as calculated by the New Hampshire Department of Revenue. The 2004 debt limit for the
Town is $41,967,853 which is significantly in excess of the Town's outstanding general obligation
debt.

The Town's bond rating has been reaffirmed as A2, Moody's Investors Service assigned the
safisfactory rating to the Town in connection with the issuance of 2.9 million of general obligation
bonds in August, 2004 for the construction of the police facility.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The unemployment rate for the Town as of December 31, 2004 is 2.6% and compares favorably o
the State’s average unemployment rate of 3% and the Nashua area market rate of 3.4%.

Sowrce: NH Department of Employmeni Secarify

The population as of December 31, 2004 is estimated to be 14,643 based on current and historical
data of building permite. This is an 82% increase over the 2000 census report of 13,535.
Population growth has been averaging 2% annually. Quality of life, affordable real estate and
proximity to employment and services continue to draw development and population to the
community. With this growth, the demand for services also increases,

Employee health insurance costs have risen substantially over the last fow years with double digit
imcreases expectad for the 2005 budget.

The Town is committed to providing appropriate levels of service.

All of these factors are taken into consideration in preparation of the Town's budgets.

~ 08 ~



Requests for Information

This financial report is designed to provide a general overview of the Town's finances for all parties
interested in the Town's finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Finance Director,
Town of Milford, 1 Union Square, Milford, NH 03055 ar by telephone at (603) 672-1061.

MBM
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Bonds payable
Capital lesses payable
Compensated absences
Total Noncurrent Liahilities
Total Liabilities

HNET ASSETS
lInvested in capital assets, net of related debt
Restricted fior:

Specific purposes
Capital projects
Endowments
Unrestricied
Total Net Assets
Total Liakilities and Net Aasots

Governmental  Bundness-type
Activitics Activities Tota|
§ 14,649 490 5 14,649,499
1,889,069 1,589,069
1,834,126 1LEB4, 126
168279 5§ 190465 359,744
129,523 320583
181,217 92312 173,59
(1,176,447) 1,176,447 =
13170 23,170
125,329 125,329
17619913 1,914,076 19,533,959
9,087 587 243,528 9331115
!&31‘;}[& IP,T!!,_S"-EI
15735303 20,025 869 35,751,172
$ 16  § 215939645 § 55 161
$§ 162471 % 54066 % 216337
256,279 35,586 302,165
5719 5719
8,023,597 8,023,597
4380313 103,040 4,483 563
305260 163,500 668,760
171 30,047 201,445
13,515,047 386,539 13,901 586
5,210,000 835,500 6,045 500
281,554 110,206 291,760
196,782 25,756 I 538
5,688 336 871,462 6,559,798
19203383 1258001 _ 20461384
13,863,610 18,986,616 32850226
852,463 ES2 463
19,866 19,866
1145432 1145432
005 1,695,328 2,597313
16,783,376 20,681 37465320
$ 315986759 5§ 21,939,945 § 57,926,704

See accomparying noles 1o the basic finavcial satemers
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EXHIBIT C

TOWN OF MILFORD, NEW HAMPSHIRE
Balunce Sheet

Governmental Funds

December 31, 2004

ASSETS

Cagh end cash equivalents
Investrents
Taxes receivable, net
Accounts recaivable, nat
Due from other govermments
Due from other funds
Propaid expenscs

Totzl Asseis

Special revenue funds
Capital projects funds
Permanent funds

Total Fund Balances

Total Liabilities and Fund Balances

Amounts reparted for governmental activities in the statement of
net assets are different because:
Capital assets used in governmental sctivities are not financial
resources end, therefore, are not reported in the funds

Property tixes are recognined on an acorsal basis n the
mstement of net assets, not the modified accraal baais

Long-term liabilithes are not due and payable in the current
period and therefore are mot reporied in the fmds. Long-term
limbsillities ot year end comist oft

Bonds paysble
Capital leases payable
Accrued interest on long-term obligations
Compensated absences
et assers of governmenta) activities

See pooompanying nobes o the banks fimancial stolements
14
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Nonmajor Total
General Governmental  Governmental
Fund Eunds Funds
$ 14547052 5 10247 5 14,649.400
1,589,069 1,889,069
1,884,126 1,684,126
166,258 2,762 168,020
181,217 181,217
10,614 119950 3,204,135
20,170 23,170
516631220 $5369016 522000336
§ MI2sE § 21205 5 162471
161,672 7.140 168,812
5ny 5719
9439615 2,144 B.441,755
4,369,968 10,355 4380323
1,468,003 70,757 1,738,780
15586263 311,600 15,807 864
103,361 103,361
1,145,432 1,145,432
941,596 941,596
1,022,719 1022719
2875217 2,875217
14,047 14,047
llﬂ_il_l_.!.ﬂ 3057415 6102372
$1663.220  §5369016
15,725,303
1,418,162
(5.715,260)
(452,952)
(97.467)
(196,782}
£ 16 T6
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EXHIBIT E

TOWN OF MILFORD, NEW HAMPSHIRE
Statement of Net Assets

December 31, 2004

MET ASSETS

Invested in capitl assets, net of related debx
Unrestricted
Total Net Assets

Total Lisbilities and Met Asseis

Business-type Activities
Water Sewer

Fund Fund Totals
$ T2 5 117956 5 190465
128,695 200,828 329513
¥2312 92312
132,975 443,472 L176447
86,885 36,444 125329
~LO21,064 893012 191407
4543389 15082280 20,005 869
4,943,589 15 20,005,869
33964653 515975200 % 21939043
$ 4392 § 39474 % 54 066
13,288 22,508 I5EE6
103,040 103,040
4404 25,643 30,047
65,000 98,500 163,500
97284 289,255 386539
10,206 10,206
500,000 335,500 £135,300
9.076 16,680 25,756
509,076 362386 871462
606360 651,641 1258001
4,374,185 14,612,431 18,986,616
984,108 711,230 1,695 328
__ 5,358,293 15,323,651 20,681,944
55964653 §15975292 S 21.939.945

Sev accomparying notes to the basic financial Hatements
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EXHIBIT F
TOWN OF MILFORD, NEW HAMPSHIRE

Statement of Revenwes, Expenses and Changes in Net Assets

Proprietary Funds
For the Year Ended December 31, 2004

Operating revenues:
Charges for services
Miscellaneous

Totnl operating revenues
Operating expenses:
Personal services
Contractual services
Materials and supplies
Daprocination
Miscellaneous
Total operating expenses
0 EP
Non-operating revemues: (sxpensea):
Interest revenue
Interest expense
Met non-operating reventes (expenses)

Income hefore capital contributions snd
operating tansfirs in

Capital contributions
Operating tranafiers in

Change in net sssets
Total met assets st beginning of year

Total net assets st end of year

See accomparying notes o the basic financial statements
17
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Business-type Activithes
Water Sewer
Fund Fund Totals
5 BT § 1328622 § 2270419
9,162 9,162
90579 1328622 2279601
276,5M 590302 875,893
IMAS3 309,708 587,161
3,748 153,884 237,632
154,010 541,989 695,999
5446 25446
T8 1,630,348 2422131
159,197 (301,727) {142,530)
1,556 2,020 4,576
—(25,091) 1 12
—(36333) (29,018) (35,553)
132,662 (330,745) (198,083)
105,941 108,941
— 848 58,548
191210 (224,804) (33,504)
5,157,083 15,548,455 20,715,538
§5350203  § 15323651 5 20,681,944



EXHIBIT G
TOWN OF MILFORD, NEW HAMPSHIRE
Statement of Cash Flows
Funds
For the Year Ended Decomber 31, 2004

Cash flows from operating activities:
Cash received from customers
Cash paid 1o supplicrs and employeas
Net cash provided {ised) by operating nctivities

Cash Flows from Noncepital Financing Activities
“Transfier from other funds
Net cash provided by operating activities

Cash flows from capital and related financing activities:

Capitsl contributions
Purchases of capitn] assets
Principal paid on capital lesses
Interest pald on long-term debt

Het cash (used) for capital and related
financing nctivities

Cash flows from investing activities:
Inerest on investrents

Wt cash provided by imvesting activities
Net increase (decrense) in cash and cash equivalents

Cash and cash equivalents st beginning of year
Cash and cash equivalents st end of year

Reconciliation of operating income (Joss) 1 net cash

provided (used) by operating activities:
Operating income

Met cash provided (nsed) by operating activities

See accompanying notes to the bavic fimancial siatements

— Businessiype Activities =~
‘Water Sewer
Fund Fund Totaly
$ 967,158 $1235465  §2202623
(661,635)  (12642TT)  (1,925912)
_308s3  (Q8E12) 276711
58,548 58,548
105,541 105,941
(38.403) (123,923) (182,328)
(65,000) (98, 500) (163,500)
{4.290) (24,532) (28,522)
(34,415) (64,761)
{158,039) (173,429) (333 468)
2,556 1,020 4,576
1,556 2020 4,576
208,588 {202,221} 6,367
524,387 643,693 1,170,080
$ 732975 5 4434T2 51176847
§ 159197 $ (01,727 § (l4z.530)
134,010 541989 695,999
(31,637 {55,036) (B6,673)
47816 41,543 89,359
(79,654) (79,664)
(21437) 7 (20,590}
4,640 (275,514) (270,874)
(7,066) 4,290) (11,356)
103,040 103,040
5305513 £ OB § 276711
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TOWN OF MILFORD, NEW HAMPSHIRE

Statement of Fiduciary Net Assots

December 31, 2004

ASSETS
Cash and cash equivalents
Investments
Total assets
LIABILITIES
e i developers
Due to other fonds
Total Eabilities
MET ASSETS
Held in trust
Total et ansets

See accompanying motea fo the baric finamcial slalements
19
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Private-
Furposs Agency
Tusts Funds
§ 33012
S1998600 15431
L10NSM jaus0
§ 47,184
159
- - § 247443
1,998, 600
1,998,600



EXHIBIT 1
TOWN OF MILFORD, NEW HAMPSHIRE

Statement of Changes in Fiduciary Not Assets
Fiduciary Funds
For the Year Ended December 31, 2004

ADDITIONS:
Contributions:
Private donations
Total Contributions

Inveatment earnings:
Interest
Wet increase in the fair value of mvestments
Total Investment Earnings
Less investment expenie
Net Investment Earnings
Total Additions

DEDUCTIONS:
Benefits
Total Deductions
Change in Net Assets

MNet assets - beginning of year
Net assets - end of year

See accomparnying notes to the baic financial statements

F-
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2004

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policics of the Town of Milford, New Hampshire conform to accounting policies
generally accepled in the United States of America for local governmentsl units, except a8 indicated
hereinafter. The following is a summary of significant accounting policies.

Financial Reporting Entity

The Town of Milford, New Hampshire (the Town) was incorporated in 1794, The Town operates under

the Town Mecting/Board of Selectmen form of government and performs local governmental functions
suthorized by State law,

The financial statements include those of the various departments governed by the Board of Selectmen
and other officials with financial responsibility. The Town has no other separate organizationsl units,

wh:hmutmuhﬁrmmthcﬁnmn]muhﬁmdbyﬂ:w&m
Standards Board (GASB).

Basic Financial Statemeni Presentation
During fiscal year 2004, the Town has implemented the following GASE Statements:
* (GASH Statement No. 33, “dccounting and Finamcial Reporting for Nonexchange Transactions™

» (GASH Statement No. 34, “Baric Financial Stotementy — and Monagement s Discussion and Analysis
= for State and Local Gevernments™

* GASB Statement No. 36, “Recipien! Reporting for Cerfain Shared Nonexchange Revenues™

* GASD Statement No. 37, “Basic Financial Siatements — and Management s Discussion and Analysis
= for State and Local Governments, Ommnibus™

* GASB Statement No. 38, “Certain Financial Statement Note Disclosures™

* (GASB Interpretation Mo. 6, “Recognition and Measurement of Cerigin Liabilities and Expenditures
in Governmenial Fund Financial Statements™

At December 31, 2003, there was no effect on fund balance as a result of implementing GASB Statements
33, 36, 37, and 38. GASB 34 creates new basic financial statements reporting on the Town's financial
sctivities, The financial statements now include government-wide financial satements prepared on an
accrual basis of accounting and fund financial statements which present information for individual major
funds rather than by fund tvpe. Nonmajor funds are presented in total in one column.

activities into one column for each category. The beginning net asset amount for governmental programs

21
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mwnmmgmmmm
NOTES TO BAST mmmnnms:cmum]
December 31, 2004

reflects the change in fund balance for governmental funds st December 31, 2003, caused by the
conversion o the accrual basis of accounting.

Baxis of Presentation

The Town's basic financial statements consist of government-wide statements, including a statement of

met assets and a staternent of activities, and fund financial statements which provide a more detailed level
of financial information,

1. Government-Wide Financial Statements:

The statement of net assets and the statement of activities display information about the Town as & whole,

The statement of net assets presents the fmancial condition of the governmental activities of the Town at
year end. The statement of activities presents a comparison between direct expenses and program
revenues for each program or function of the Town's governmental activities. Direct expenses are those
that are specifically associated with a service, program or department and therefore clearly identifiable to
a particular function. Program revenues include charges paid by the recipient of the goods or services
offiered by the program, grants and contributions that are restricted to mecting the operational or capital
mmmhnflmﬁmhmndﬁnmmmdmmﬂﬂumﬁdmhuﬂmml
program. Revenues which are not classified as program revenues are presented as generl
revenues of the Town. The comparison of direot expenses with program revenues identifies the extent to
which each governmental fimction is self-financing or draws from the general revenues of the Town.

2. Fund Financial Statements:

During the year, the Town segregates transactions related to certam Town fimctions or activities m
scparate fimds in order to aid financial management and to demonstrate legal compliance. Fund financisl
statements are designed to present financial information of the Town at this more detailed level. The
focus of governmental fund financial statements is on major funds. Esch major fund is presented in a
separate colurmn, Nenmajor funds are aggregated and presented in 2 single column. ‘The fiduciary funds
are reported by type.

Fund Accounting

The Town uses funds to maintein its finencial records during the fiscal year. A fund is defined as & fiscal

and accounting entity with & self-balancing set of accounts. There arc threc categories of funds
. proprietary and fiducisry.

1. Gevernmental Funds:

Governmental finds are those throogh wiich most governmental fumctions typically are financed.
Governmental fimd reporting focuses on the sources, uses and balences of current financial resources.
Expendshle assets are assigned to the varnious governmental funds according to the purposes for which
they may or must be used. Current Habilities are sssigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reporied as fund balance. The following is
the Town's major governmental fund:
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TOWN OF MILFORD, NEW HAMFPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

The General Fund is the operating fimd of the Town and is wsed to account for all finencial resources
except those required 1o be accounted for in another fund.

2. Proprictary Funds:

Proprietary fund reporting focuses on the determination of operating income, changes in net asscts,
financial position and cash flows. Proprietary funds sre classified as enlerprise or internal service. The
Town has no internal service funds. The following are the Town's major proprietary funds:

The Water and Sewer Funds account for all revenues and expenses pertaining to the Town's water and
wastewater operations.  The Water and Sewer Funds are utilized to account for operations that are
financed and operated in & manner similar to private business enterprises. The stated intent is that the cost
(i.e. expenses including depreciation) of providing goods or services to the residents on a continuing basis
are financed or recovered primarily through user charges.

3. Fiduciary Funds:

Fiduciary fund reporting focuses on net assets and changes in net assets. The fiduciary fund category is
split into four classifications: private purpose trust funds, pension trust finds, investment trust funds and
ngency funds, Trust funds are wsed to account for assets held by the Town under o trust agreement for
individuals, private organtzations, or other governments and are therefiore not available 1o support the
Town's own programs. The Town's only trust funds are three private purpose trust which account for
school programs. The Town's agency fimd fs custodial in nature (assets equal liabilities) and does not
involve the measurement of results of operations. The Town's agency fund accounts for the escrow funds
from developers which are held by the Town,

Measurement Focus
1. Gevernment-Wide Financial Statements:

The government=-wide financiel statements are prepared using the economic resources measurcment
focus. All assets and liahilities associated with the operation of the Town are included on the Statement
of Net Assets,

2. Fund Financial Statements:

All governmental fimds are accounted for using a flow of current financial resources measurement focus.
With this measurement focus, only current assets and current liabilities generally are included on the
balance sheet. The statement of revenues, expenditures and changes in find balances reports on the
sources (i.e., revenues and other financing sources) and uses (i.c., expenditures and other financing uses)
of current financial resources. This approach differs from the manner in which the governmental
activities of the povernment-wide financial statements are prepared. Governmental fund finsncial
statements therefore include a reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the statements for governmental funds.

Like the government-wide statements, the proprictary fund type is accounted for on a flow of economic
resources mensurement focus, All assets and all liabilities nasociated with the operation of these funds are

3

~ 111~



TOWN OF MILFORD, NEW HAMPSHIRE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

included on the statement of net 2ssets. The statement of changes in fimd net asscts presents increases
{ic., revenues) and decreases (Le., expenses) in net total assets. The statement of cash flows provides
mformation about how the Town finances and meets the cash flow needs of its proprietary activities.

The private purpose trust fund is reported using the economic resources measurement focus,
Basis of Accounting

Basis of sccounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
sccounting. Proprietary and fiduciary finds also use the accrual basis of sccounting.  Governmental
funds use the modified accrusl besis of accounting. Differences in the accrual and the modified accrasl
basis of accounting arise in the recognition of revenue, the recording of deferred revenue, and in the
presentation of expenses versus expenditures.

In the government-wide financial staternents and proprictary fund statements, private-sector standurds of
accounting and financial reporting issued prior to December 1, 1989, are followed to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards Board,

1. Revenues - Exchange and Non-exchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
valoe, is recorded on the accrual besis when the exchange tzkes place. On a modified accrual basis,
revenue is recorded in the fiscal year in which the resources sre mezsurable and become availabie,
Avuilahle means that the resources will be collected within the curment fiscal year or are expected to be
collected soon enough thereafier to be used to pay liabilities of the current fiscal year. For the Town,
available means expected to be received within sixty days of fiscal year end.

Noo-exchange transactions, in which the Town receives value without direcily giving equal value in
return, include property taxes, grants, entitlements and donations. On an sccrual basis, revenue from
property taxes i recognired in the fiscal year for which the taxes are levied (see Note 2). Revenue from
grants, entitlements and donations is recognized in the fiscal year in which all eligibility requirements
the resources are required to be used or the fiscal year when use 15 first permotted; matching requirements,
in which the Town must provide local resources to be ussd for a specified purpose; and expenditure
requirements, in which the resowrces are provided to the Town on 2 reimbursement basis. On a modified
accrual basis, revenue from non-exchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both mensurable and
available at fiscal year end: property taxes and interest on investments.

Licenses and permits, charges for services, and miscellaneous revenues (except interest on investments)

&re recorded as revenues when received in cash because they are penerally not measurable unti]l sctually
received,
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

2 Deforred Revenue:

Deferred revenue arises when assets are recognized before revenue recognition criteria have been
satisfied. Grants and entitlements received before the cligibility requirements are met are recorded as

deferred revenue. On governmental fund financial siatements, receivables that will not be collected
within the svailable period have also been reported as deferred revenue.

3. Expenses/Expenditures:
On the sccrual basis of sccounting, expenses are recognized at the time they are incurred.

The measurement focus of governmental fimd accounting is on decreases in net financiel resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as deprociation and
amortization are not recognized in governmental funds,

Budgetary Data

The Town's budget represents functional appropristions as suthorized by annual or special Town
meetings. The Selectmen may transfer funds between opersting categories as they deem necessary. The
Town adopts its budget wnder Steie regulations, which differ somewhat from accounting principles
generally sccepted in the United States of America in that the focus is on the entire governmental unit
rather than on the basis of fund types.

State law requires balenced budgets but permits the use of beginning fund balance to reduce the property
tax rate. For the year ended December 31, 2004, the Town spplied $184,527 of its unappropriated fund
balance (o reduce taxes.

Encumbrance Accounting

Encumbrance accounting, under which purchase onders and other commitments for expenditure of monies
are recorded in order to reserve o portion of the applicable appropristion, is employed as an extension of
forma] budgetary integration in Governmental Funds, Encumbrances outstanding at year end are reported
25 a component of find balance since they do not comstitute expenditures or lizbilitics, but rather
comimitments related to unperformed contracts for goods and services.

Cash and Cash Eguivalents
The Town pools its cash resources for the governmental and proprictary fimds. Cash applicable to a

particular fund is reflected a8 an imterfund balance. For the purpose of the Statement of Cash Flows, cash
and cash equivalents consist of the following:

Imterfund
Rescivable
Propristary Fumds:
Water Fund § 712975
Sewer Fund 443472

§ L176447
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Imvestments

Investments are stated at their fair valoe in all finds. Certificates of deposit and repurchise agreements
with a maturity of greater than ninety days from the date of issuance are included in investments.

Taxes Receivable

Taxes levied during the current fiscal year and prior and uncollected at Decemiber 31, 2004 are recorded
s receivables net of reserves for estimated uncollectibles af $398, 188,

Prepaid Expenses

Payments made to vendors for services that will benefit periods beyond December 31, 2004 are recorded
as prepasd tems.

Inventory

On government-wide financial stalements, inventories are presented st the lower of cost or market on a
first-in, first-out basis and are expensed when used.

On fund financial statements, inventorics of governmental funds are stated at cost. Cost is determined on
a first-in, first out basis. Inventory in governmentnl funds consists of expendsble supplies held for
consumption. The cost of inventory items is recorded as an expenditure in the governmental fiund types
when purchased,

Capital Assets

General capital assets result from expenditures in the governmental and proprictery funds. These assets
are reporicd n the govermment-wide statement of net assets, but are not reparted i the fimd fnamcial
statermnents.

All capital assets including infrostrocture are capitalized st cost (or estimated historical cost) end updated
for additions and retirements during the vear. Donated fixed assets are recorded at their fair values as of
the date received. The Town maintsins a capitalization threshold of $10,000. The Town's infrastructure
consists of roads, bridges, sidewalks, water purification and distribution system, sewer collection and
treatment sysiem, and similar items. Improvements are capitalized; the costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend an asset’s life are not.  Interest
incurred during the construction of capital assets is also capitalized.

The Town is not required to retroactively report its general infrastructure (e.g. roads, bridges, and
sidewalks). Infrastructure records have been maintained for the proprietary funds and sre included in
these financial statements.

All reported capita] assets except for land and construction in progress are Improvements are

depreciaed.
deprecisted over the remaining useful lives of the related capital assets. Useful lives for infrestructure
were estimated based on the Town's historical records of necessary improvements and replacement.

Depreciation is computed using the straight-line method over the following useful hives:

26
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Dseripiion Years
Land improvements 15-20
Buildings and improvements 20=50
Infrastructare 20-75
Furniture and squipment 515
Vehicles g-15

Employees eam vacation and sick leave as they provide services. Provision is made in the anmual budget
for vacstion and sick leave. Pursuant to Town personmel policy and collective bargaining sgrecments,
employees may accumulate (subject to certain limitations) unused sick pay eamed and, upon retirement,
resignation or death will be compensated for such amounts at current rates of pay,

For governmental fund financial statements, compensated absences are reported s lisbilities and
expenditures as payments come due each period upon the occurrence of employee death or retirement.
The entire compensated absence linbility is reporied on the government-wide financial statements.

Accrued Linhilities and Long-Term Oblipations

sisicments. In general, governmental fund payables and acorued lisbilities that, once incurred, are paid in
a timely mamer and in full from current resources are reported as obligations of the funds. However,
compensated absences that will be paid from governmentsl funds are reported as liabilities in the fund
financial statements only 1o the extent that they arc duc for payment during the current fiscal year.
General obligation bonds and other long-term cbligations that will be paid from governmental finds are
recognized as a liability in the fund financial statements when due.

Net Asvety

Net assets represent the difference between assets and linbilities., Net assets invested in capital assets, net
of related debt consists of capital asscts, net of sccumulated depreciation, reduced by the

balsnces on any borrowings used for the acquisition, construction or improvemnent of those sssets. Met
assets are reported as restricted when there are limitstions imposed on their use cither through the
enshling legislation adopted by the Town or through external restrictions imposed by creditors, grantors
or l=ws or regulations of other governments.

The Town's policy is to first apply restricted resources when an expense is incurred for purposes for
Fund Balance Reserves

The Town reserves those portions of fund balance which are legally segregated for a specific future use or
-hhhﬁmmhbhnpmﬁﬂcmud.ﬂmﬁn are not available for appropriation

. Unreserved fund balance indicates that portion which is available for appropristion in
I'nnp:mdl. A fund balance reserve has been established for encumbrances.

)
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TOWHN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Interfund Activity

Transfiers between governmental and business-type activities on the government-wide statements are
reported in the same manner as peneral revenues.,

Exchange transactions between funds are reporied as revenues in the scller funds and as
mmmmmﬂuwfmﬂ. Flows of cash or goods from one fund to another without =

that initially paid for them are not presented in the finencial statements.
Operating Revenues and Expenses

Operating revenues are those revenves that are generated directly from the primary activity of the
proprietary funds, For the water fund and sewer fund, these revenues are charges to customers for sales
and services, Operating expenses, which include depreciation on capital assets, are ncoessary costs
mcwrred to provide the service that is the primary activity of the proprictary fond.  All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

The preparation of financial statements in conformity with accounting principles generally accepied in the
United States of America require management to make cstimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results may differ from those estimates,

NOTE 2-PROPERTY TAXES

Taxes are levied on the assessed valuvation of all taxable real property as of the prior Apnl 1
(5794,609.350 as of April 1, 2004) and are due in two installments on July 1, 2004 and December 1,
2004, Taxes paid after the due dates accrue interest at 12% per annum.  Property taxes arc recognized as
revenue when received in cash or if available to finance current period operations (within sixty days of
year end).

Under State law, the Tax Collector obtains tax liens on properties which have unpaid taxes in the
following calendar year afier taxes were due for the amount of unpaid taxes, interest and costs. These
pricrity tax liens accroe interest 2t 18% per annum.  If the property is not redeemed within a two yesr
redemption period, the property is tax deeded to the Town.

In accordance with State law, the Town collects taxes for the Milford School District and Hillshborough
County, both independent governmental units, which are remitied to them as required by low. The Town
also collects State of New Hampshire Education taxcs, which are remitted directly to the school district.
Total taxes appropriated during the year were $18,399 969 and $1,368 474 for the Milford School District
snd Hillsborough County, respectively. These taxes are not recognized as revenues in these financial
staiements. The Town bears responsibility for uncollected taxes.
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

NOTE 3-RISK MANAGEMENT

The Town is exposed 1o various risks of losses related to torts; theft of, damage to, snd destruction of
asscts; cmrors and omissions; injurics 1o employees; and natumal disasters. During the year ended
December 31, 2004, the Town was a member of the New Hampshire Public Risk Management Exchange
(FRIMEX). The Town currently reports all of its risk manapement activities in its General Fund. The
Trust is classified as a "Risk Pool" in accordance with accounting principles generally accepted in the
United States of America.

FRIMEX provides statutory worker's compensation coverage to member towns, cities, and other qualified
political subdivisions of New Hampshire. The Trust is sclf-sustaining through annual member premiums
and provides coverage for the statutorily required workers' compenaation benefits and employer's lability
coverage up to $2,000,000. The program includes a Loss Fund from which is paid up o $500,000 for
each and every covered claim.

The Trust agreement permits the Trusts to make additiona] assessments to members should there be
deficiency in Trust assets o meet its liabilities, Accounting principles generally accepted in the United
States of America require members of pools with a sharing of risk to determine whether or not such
asscasment is probable and, if so, a reasonable estimate of such assessment. At this time, the Trust
foresces no likelibood of an additional assessment for emy of the past years.

Claims expenditures and liabilities are reported when il is probable that a loss has occured and the
amount of that loss can be reasonably estimated. These losses include an estimate of claims that have

been incurred but not reported.  Based on the best available information there is no liability at December
31, 2004.

NOTE 4-CASH AND INVESTMENTS

The Town has combined the cash resources of its governmental and proprictary find types. For
ing and reporting purposes, that portion of the pooled cash balance is reported in the specific fund
as an interfund balance.

The Town's investment policy for governmental find types requires that deposits and mvestments be
made in New Hampshire based financial institutions that are participants in one of the federal depository
insurance programs. The Town limits its investments to demand deposits, money marke! accounts,
certificates of deposit, and repurchase agreements in accordance with New Hampshire State law (RSA
41:29) or the New Hampshire Public Deposit Investment Pool (NHPDIP), 2n extemal irvestment pool.
Responsibility for the investments of the Trust Funds is with the Board of Trustees.

The NHPFDIP iz not registered with the United Ststes Securities and Exchange Commission as an
investment company. The NHPDIP was created by state law and is administered by a public body of
state, local and banking officials.

Al year end, the carrying amount of the Town's cash deposits was 514,881,511 and the bank balance was

$15,087,335. Of the bank balance, $177,416 was covered by federal depository insurance and
$14,909,919 was collateralized by securities held by the bank.
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

The Town's investments are calegorized to provide an indication of the level of risk assumed by the
Town of Milford. Category | includes investments that ere insured or registered or for which the
securities ane held by the Town or its agent in the Town’s name. Catepory 2 includes uninsored and
unregistered investments for which the securitics are held by the broker’s or dealer™s trust deparment or
agent in the Town's name. Category 3 includes uninsured or unregistered investments for which the
securities are held by the broker or dealer, or by its trust department or agent but not in the Town’s name.

At year end, the Town's investment balances were as follows:

Category Faie
] 2 3 Yalue
Centificate of depoait 5 15,431 5 - 5 15,431
Corporals bonds. $ 1,352,608 1,352,608
Corporate stock 2,151,262 2151262
5 15431 $3503870 § - 3,519,301
Iovestment in money market fonds 323,595
Investments in New Hampshire Public
Deposit Investment Pool (NHPDIP) 60204
Total Investments 5 100

Investments in money market funds and the NHPDIP are not investrment securities and, as such, arc not
calegorized by risk.

NOTE 5-DUE FROM OTHER GOVERNMENTS

Receivables from other governments at December 31, 2004 consist of federal and county grants and the
amount due from the Town of Wilton for their share of wastewater expenses during the year. All

receivables are considered collectible m full and will be received within one year. A summary of the
principal items of intergovernmental receivables is as follows:

Town of Wilton § 92312
Federal grants 168,082
County grants ___ 1313
§_ 2135
NOTE 6-CAPTTAL ASSETS

The following is a summary of changes in capital assels in the governmental funds:

30
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

December 31, 2004
Balance Elalance
L2004 Additions Reductinas J25 12004
& o
‘Capital swsete net depreciated:
Land ¥ REIZE0T L {2 KL § imrsm
Construction in process 9,381 47858 (97.199) 150,055
Total capital ssscts ot being depreciated BBA1 508 342,784 (297,195) 9,087, 587
Oher capital meety
Infrastracture 1,116,081 297,198 . 1413276
Land improvesnengs 1,484,165 130,000 - LA14, 165
Buildings snd improvemnenss 3,962,159 26,540 . 1,988,699
Vehicles mnd oquipmeont 3,793,791 541,107 -
Total other capitsl sty 22 historical cost 10,356,196 994,842 - 11,351 0%
Lews sooumalbsed deprecialuon for
Infrasmucruce (27,902) (58,776) - (RE,67TE)
Land mmprovements (334,065) (71,992) - {606, 057)
Buildings and improwements. (1,673,080 (57.28T) - {1, 7T0.367)
Viehicles and equipment L (342,151) = (25020
Total sccammlased depreciation (4,143,116) {570,206) - __ (aT133m)
Total other capital maets, net 6,213,080 ) - AT TI6
Total captal ot ne L5050 $_S6TaN 3 QW) ST
Depreciation expense was charged to governmental functions as follows:
General government $ 154382
Public safety 232
Highways and streets 137,148
Sanitation 27342
Total governmental activities depreciation expenss $ 570206
The balance of the assets acquired through capital leases as of December 31, 2004 is as follows:
Vehicles and equipment $ T6T2
Less asccurmulated depreciation for:
Vehicles and equipment __(9248)
5604

During the year ending December 31, 2004, the Town received a doneted capital asset. This asset has
been recorded at the fair value as of the date received and is included in the povernment-wide financial
stztements. The total value received and capitalized during the year is as follows:

Lond § 104925
The following is a summary of changes in capital assets in the proprietary funds:

n
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TOWN OF MILFORD, NEW HAMPSHIRE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Haimnce
L3004 Additions Beductions 12013004
Brsinesi-type htivithes:
Capital sssets not deprecinted:
Land 5 ML 5IR 5 243,528
Comstrachion in proctas 566,901 5 37,746 3 (64.64T) -
Total capital axsets not being deprecisted 10439 31746 (604, 547) 243,518
Cnber capetal mssets:
Land improvements 36,TIT 56,757
Buildings and improvements D 36T TH6,720 (24,685) 4,305,707
Veehicles and equipment 6,630,771 8046 (13.002) 6,696,715
Total ofher capleal atsets at historical cost  ___ 30,271,200 B35,666 (47,687) 31,099,179
Lew secmulated depreciation for:
{Land improvements [Fifyby] (1,371} (23,086}
Basldingy snd Improvements (RF31426) (500,250 K2R (P 451.848)
Wiehiches arad euipaent — {1,631, 383) (194.378) 46,039 {1,790.504)
Total sccumulated depreciation (056 __ (693999) ____ 47,680 __(1L.26ME)
Total other capital assets, net 19542674 139,667 . 19,782,341
Tond capial s, e S MBIB 5 IMAD 5 (W6 5 008
Depreciation expense was charged to proprictery funds as follows:
Water Fund $ 154,010
Sewer Fund 341 589

§ 695999

The balance of the assets acquired through capital leases as of December 31, 2004 is as follows:

Wehicles and cquipment $ 140,669
Lens accumulited depreciation for:
Vehicles and equipment —_{43,328)

NOTE 7-DEFINED BENEFIT PLAN
Plan Description

The Town comtributes to the New Hampshime Retrement System (MHRS), a cost-sharing multiple-
employer defined benefit pension plan administered by the NHRS Board of Trustees. The plan provides
service, disability, death and vested retirement allowances to plan members and beneficiaries. Benefit
provisions are established and may be amended by the New Hampshire State legislature. The NHRS
issues a publicly available financial report that includes financial statements and required supplementary
information for NHRS. That report may be obtained by writing to New Hampghire Retirement System, 4
Chenell Drive, Concord, New Hampshire 03301,
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Funding Policy

Covered public safety employees are required to contribuie 9.3% of their covered salary, whereas teachers
and peneral employees are required to contribute 5.0°% of their covered salary, The Town is reguired 1o
contribute -at an actuarially determined rete. The Town's contribution rates for the covered payroll of
police officers, fire employees, and peneral employess were 7.87%, 13.44%, and 5.90%, respectively.
The Town contributes 65% of the employer cost for police officers and fire employees, and the Staie
contributes the rermaining 35% of the employer cost. The Town contributes 100% of the employer cost
for peneral employees of the Town. In accordance with accounting principles generally accepied i the
United States of America (GASB Statement #24), on-behalf fringe benefits contributed by the State of
New Hampshire of $65,153 have been reported as a revenue and expenditure in the General Fund in these
financial staternents,

Per RSA-100:16, plan member contribution rates are established and may be amended by the New
Hampshire State legislature and employer contribution rates are determined by the NHRS Board of
Trustees based on an actuarial valuation. The Town's contributions to the NHRS for the years ending
December 31, 2004, 2003, and 2002 were $301,36%, $240,909, and $179,106, respectively, oqual to the
required contributions for each year.

NOTE 8-LONG-TERM OBLIGATIONS

Changes in Long-Term Obligations

The changes in the Town's long-term obligations for the year ended December 31, 2004 are as follows:

Balance Balance Do Within
10172004 Additions  Reductiops 12312004  One Year
Gevernmental activities:
Bonds payable §3,145000 $2950260 § (380,000) § 5715260 § 505260
Capital leases payahle 496,664 174676 (318,388) 452,952 17,398
Compensated abscnces N — ] 2 196,782 .
Total governmental activiies $ 3815858 §3247.427 § (608,38%) 3§ 6364904 § 676,658
Basiness-type activities:
Bonds paysble 51162500 § . § (163.500) § 999,000 % 163,300
Capital lease payahia 69,075 (28,822) 40,253 30,047
Compensaied abstnces 30,709 (4.953) 25,756
Total business-type activitics ~ § 1.262.284 § - 5 (197275 § 1065009 § 193,547

Payments on the general obligation bonds and capital leases are paid out of the General Fund Payments
on the general obligation bonds and capital leases of the business-type activities are paid out of the Water
and Sewer Funds. Compensated absences will be paid from the fund where the employee’s salary is paid.
General Obligation Bonds

Bonds payable at December 31, 2004 are comprised of the following individual issues:

EE]
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TOWHN OF MILFORD, NEW HAMPSHIRE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

December 31, 2004

Town Hall Renovation
Water Main Extension
Brox Property Purchase
Police Station

Business-type Activities:
Water Fund-

Water Main Extension
Capital Improvemnents
Water Main Extension

Sewer Fund:

Sewer Main Note
Asration System
SCADA System Upgrade

Debt service requirements to retire general obligation bonds for governmenta! activities 2t December 31,

2004 are as follows:

Year Ending
December 31,
2003
20046
2007
2008
2008
2010-2014
20152019
2020-2024

The State of New Hampshire annually reimburses the Town for its share of sewer related debt service

525-3.50%
615%
4.7-530%
50523
3.7-4.50%

5255500
6.5-1.0%
A.125-4.75%

£.7-6.15%
525-5.50%
455%

&2011
L2016

T200%

Tr2008

_2950260
$5715260

£ 15000

Principal  Inierest =~ Totaks

$ 505260
505,000
530,060
530,000
530,000
1,420,000
945,000
150,000

§ 8715260

5 260,654
135420
210,175
183,938
157,616
539,675
265438

— 8250

$1951,166

§ 765914
40,420
740,175
713,938
657,616
1,939,675
1,210,438
— B4R 250

§ 7,666,426

payments. For the year ended December 31, 2004, the sewer reimbursement was $155,058.

As included on the Swmtement of Activities (Exhibit B), mterest for the year ended December 31, 2004

was $120,434 on general obligation debt for governmental activities.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Dicht service requirements to retire general obligation bonds for business-type activities at December 31,
2004 are as follows:

Water Fand:
Year Ending
Deocomber 31, Lringipal Interest Touly
2005 § 65000 % 2699 § 91998
200 50,000 3,870 71,570
2007 50,000 21,530 71,530
2008 50,000 19,180 69,180
2009 50,000 16,760 66,760
2010-2014 220,000 48,610 268610
20152017 0,000 5,740 £5,740
3 565000 5 162688 S 727688
Sewer Fund:
Year Ending
Decomber 31, Brincipal Interesy Totals
1005 $ 96500 5 26037 5 124537
2006 SR, 500 20,268 118,768
2007 GR, 500 14,499 112,999
3008 83,500 5722 e
2005 55

3 _ sum
$ 434000 3 73239 5 507239

As included on the Statement of Revenues, Expenses and Changes in Net Asssts — Proprictary Funds
{Exhibit F), interest cxpense for the year ended December 31, 2004 was 560,129 on general obligation
debit for business-tvpe achivibies.

Capital Lease

Capital lease obligations represent lease agreements entered into for the financing of equipment

scquisitions. These contracts are subject to cancellation should funds not be appropristed 1o meet
payment obligations. Amounts are annually budgeted in the applicable function. Following are the

Wmmmmummnm

f

Fimal Balance
Interest Maturity at
Rate [ate 12313004
Gonvesramental Activities:

Fire tmuck 283% 12007 § 152589
Caopier 14.923% 42006 6,168
Equipment 2.66% 52005 4404
Equipment 2.89% 52007 BO,962
Equipment 2.31% 42008 208829
! 452,952

35
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Final Balance
Interest Muaturity al
Bate Date 1213172004
Busincas-type Activities:
‘Water Fumd:
31/4 Ton 4 Wheel Drive Truck 2.66% 372005 § 444
Sewer Fand:
Pickup truck 2% 472006 20,090
Tractor'backhoe 535% 32005 15159
35,840
§__ 40233

Debt service requirements to retire capital lease obligations outstanding for govenmental and business-
type activities at December 31, 2004 are as follows:

Governmental activitles:
Year Ending
Dessmber 31, Principal Imterest Totals
2005 S 171398 § 12211 5 153609
2006 168,436 7232 175,668
2007 63,952 2T i
2008 43,166 995 44,161
$ 4352952 § 23200 § 476161
Basiness-type activities:
Water Fand
Year Ending
December 31, Principal Interes! Totals
2005 $ 4404 3 117 8 4sn
Sewer Fund
Year Ending
Dexember 31, Prinsipal Interest Tomls
2005 $ M3 § 0 149 0§ 2704
2006 10,206 333 10,539
§ Eﬂ § 1831 % !-‘.'E

NOTE 9%-INTERFUND BALANCES AND TRANSFERS

The Town has combined the cush resources of its govemmental and proprietary fund types. For
sccounting and reporting purposes, that portion of the pooled cash balance is reported in the specific fund
as an imterfund balance. Interfund balances at December 31, 2004 are as follows:

16
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

0001 gt 1 1 B
Honmapoer
General Governmental  Fiduciary
Fund [Funds Funds Totals
$ 10355 § 259 § 105014
§ 3,193,521 3,193,521
32975 32973
443472 3472

4360968 5 10355 § 259  §438038

were made in accordance with budgetary suthorizations. Interfund transfers for the yesr ended December
31, 2004 are as follows:

Tt 01
Honmajor

General  Governmental

Fund Funds JTotals
§ 77.691 5 T
58,548 53,548

§ 669,763 - 669,762

$609762  §136219 5 806001

Permanent funds account for resources that are legally restricted to the extent that only camings and not
principal may be used for purposes that support the Town's programs.  Principal and income balances at
December 31, 2004 are as follows:

Pringipal Income Total
Cemetery Funds § 512,74 $ 5127TM
Library Funds 208,124 § 2375 300,499
Parks 86,461 2,078 28,539
Town 248,073 9,554 257,667

$ 1145432 5 14047 5 1159478

NOTE 11-UNRESERVED FUND BALANCES

The unreserved fimd balance of the General Fund as of December 31, 2004 is as follows:

Designated for continuing appropriations § 205898

Undesignated 735,698

Total per Exhibit C 51,596
a7

~ 125~



TOWN OF MILFORD, NEW HAMPSHIRE

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

NOTE 12-FERFORMANCE DEPOSITS

The Town holds Jetters of credit and performunce bonds from developers until projects have been
completed to Town standards. These letters of credit and bonds are not included as part of the Fnancial
statements. Al Decembser 31, 2004, the Town held performance deposits totaling $2,805, 894,

NOTE 13-COMMITMENTS AND CONTINGENCIES
Water Supply Contract

On March 21, 2002, the Town of Milfiord entered into an agreement with Penmichuck Water Works, Inc.
for supplying water. The term of the agreement is for 20 years with minimum payments of 551,000 per
year. Monthly payments commenced April |, 2002. Each year's appropriation is expected o be made at
the Town meeting.

Sanitation Contract

On July 1, 2003, the Town entered into & long-term contract with an independent compeny for the
disposal of solid waste from the transfer siation until June 30, 2008. Terms of the agreement include a
disposal rate per ton, adjusted annually be an agreed upon poceniage. The estimaied municipal solid
waste disposal is 3,300 tons and the estimated demolition solid waste disposal is 1,300 tons. For the year
ended December 31, 2004, the Town expended $360,543 under the terms of the agreement. Each year's
appropriation is expected to be made at the Town meeting,

Lisigasion

The Town's genernl counsel estimates that any potential claims against the Town, which are not covered
by insurance, are immaierial znd would not affect the financial position of the Town,

Federal Grants

The Town participates in & mumber of federally assisted grant programs. These programs are subject to
financial and compliance sudits by the grantors or therr representatives. The amounts, if amy, of
expenditures which may be disallowed by the granting agency cannot be determined at this time, although
the Town expects such amounts, if any, to be immaterial.

NOTE 14-MILFORD AREA COMMUNICATION CENTER

The Town of Milford s a member of the Milford Ares Communication Center. This is a joint venture
with five neighboring lowns to provide communication dispatch services, The Center & managed by
board members representing the participating towns., The Town does not exercise any control over the
budgeting and financing of the Canter’s activities. Financial statements are available from the Milford
Area Communication Center. The intermunicipal agreement calls for sharing of budget expenses in
proportion to population. Milford"s share for 2004 amounted to 42.635%. The Center rents space in the
Milfiord Town Hall for $3,000 per year,

38
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TOWN OF MILFORD, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

December 31, 2004
NOTE 15-RESTATEMENT OF EQUITY
Correction of an Error

At December 31, 2003, the balance of armbulsnce receivables, net was understated by $76,817. In
acdition, it was determined that the balance of the current portion of compensated absences payable was
calculsted incorrectly, As s result, the fund balance in the General Fund has been restaled s follows:

Fund balance, December 31, 2003

(s previously reporied) § 1,842,107
Amoum of restatement due 16:
Understatement of ambulance receivables, net 76,817
Cherstatement of componsated absences payable 37,501
Fund balance, December 31, 2000, &3 restated 5 1956429
Governmental Funds

Effective December 31, 2003, the Town retronctively changed it method of financial reporting to conform
with a recent pronouncement of the Governmental Accounting Standands Board (Statement No. 34). This
new statement narrowed the definition for the fiduciary fund types. As a result, the Town's

trust funds were reclassified into private-purpose trust funds and special revenue funds, and the Town's
non-cxpendable trust funds were reclassified as permanent fonds,

The impact of thess restatements on the governmental funds is as follows:

Specisl
Cremernl Revenue Fiductary
Eund Eunds Fumslz Tutal

Fund Balance, leoeary | - mromted porsbove § 1936425 0§ 308132 3 3SE241F 5 ABAIT2
Amount of restatement due bo:
Property taxes recognized on an sccrual basis {1328,052) (1,328,052)
Reclassification of Expendable Trust

Punds i Private-Puspoae Tnast Funds (1,25 85%4) (1,529,5%4)
Beclassification of Expondable Trust

Funds o Special Revenue Funds 633,532 (633,532} -
Reclassification of ¥on-Expendabie

Trst Fusds as Permanest Fends —lEes (LS -
Fund Balsnce, July 1 - per Exhibit D $§ 6m3I7 0§ 1060653 b = 2689026
Ameant of regisiement due o conversion
1= the OASH Sitement Ma. 34 model:
Capisal aagety, net 15,055,078
Deefiermed tax revenne 1,328,052
Amounts previously recorded in the General

Long-Term Dt Acooant Crosp -

Iomily payeble (3,145,000)

Capital leases payable (49%,664)

Accrued interest an |ong-term oblipations (68,365)

‘Compensated abscnos (174, 191)

et mmsets, Janumry | - per Exhibic B $ 19,187,934

19
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
December 31, 2004

Proprictary Funds

Under the new method of financial reporting, the equity sccounts no longer separately report contributed
capital and retained eamings. Instead, these amounts have been combined into the category of net assets.
Met assets at January 1, 2004 have been restated as follows:

Water Sewer
Funid Eumid Total
Balance, January | - na previously reported $2527658 § 345876 5§ 59m3M
Amount of restatement due io conversion
i the GASH Statermnent No, 34 model:
Contributed capitl balances 2,639,425 12,093,579 14,733,004
Balance, January | - a8 restared 5 5167083  § 15548455 5§ 20715538

40
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TOWN OF MILFORD, NEW HAMPSHIRE

Sintement of Revenue, Expenditures and Changes in Fund Balances

Budget and Actual (Bedgetary Basis) - General Fand
For the Year Ended Decambar 31, 2004

Varlance with
Budgeted Amounts Final Budpet -
Actual Favorable
Originsl Einal Amounts (Unfavorabie)
Hevenues:
Tames $ 60865 § 6270865 % 6295066 5 £4301
Liconaes and permits 2,365,230 2,365,230 2377085 11,855
Interpovernmental 1,115,842 1115842 1,108,144 (7,698)
Charges for services 482,105 482,108 529971 47,866
Interest income 75,000 75,000 96,895 21,885
Miscollaneous . G8582 6 74,820 6,238
Total Revernes 10,337,624 10,337,624 10,482,081 144,457
Expenditres:
Current:
Ciemeral government 3276402 3285549 3,112,649 172,500
Public safety 3,002,705 3,078,416 2935123 143293
Highweys and smreets 1036450 1,040,164 577,424 62,740
Health and welfare 232,798 232,798 256,687 {23,889)
Sanitation 720,357 713,435 681,553 31,880
Culture and necreation 192866 199,788 158,707 31,081
Capital outlay T36,832 442 400 424,498 17,504
Dbt service:
Principal relirement 628,650 628,650 628,659 -
Interest and fiscal charges 196,040 196,040 191,332 4,708
Total Expenditurcs 10,023,149 5,817,251 9,376,634 440,617
Encess revenues over
(under) expendirires 314,475 520373 1,105,447 585,074
Onheer finamcing sources (uses):
Procesds from deld issues -
Operating transfers in 40,000 40,000 TT691 37,691
Oxpernting transfers oul (669, 762) (669, 162) (669,762} -
Total other financing sources (uses) (629,762) (629,762) (392,071} 37,691
Excess revenues and other sources
over expensditures and othier uses (315.287) {109 389) 513,376 622,765
Pund balsnces st beginning of year
- Budgetary Basis _LB63E2 1346382 _LM6382 -
Fund balences st end of year
- Budgetary Basis 5 1,531,095 § 1736903 § 2359758 § 611763

See accompanying noter o the required supplementary information
41
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TOWN OF MILFORD, NEW HAMPSHIRE —

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
December 31, 2004

NOTE 1—BUDGET TO ACTUAL RECONCILIATION

Ameunts recorded as budgetary amounts in the Statements of Revenues, Expenditires and Changes in
Fund Balances — Budget and Actual (Budgetary Basis) are reported on the basis budgeted by the Town.
Those amounts differ from those reported in conformity with accounting principles generally accepted in
the United States of America in the Statement of Revenues, Expenditures and Changes in Fund Balances
— Governmental Funds (Exhibit D). Budgetary information in these financial statements has been
preseated only for the General Fund as it is neither practical nor meaningful for other funds. Property tax
budgetary reverues are recognized when levied rather than when susceptible 10 accrual. Budgetary
expenditures were adjusted for encumbrances, on-behalf payments for fringe benefits, and capital lease
transactions.

Revenues  Expenditures

and Other and Other
Financing Financing
Sources Lises
per Exhibit [ § 10,809,491  § 10,392,907
Difference in property taxes meeting
sosceptibile to accrond criteria 0,110
Encambrances, December 31, 2003 {110,043}
Encumnbrances, December 31, 2004 103,361
Om-behalf fringe benefits (65,153} (65,153)
Capital lease cquipment {274,676) (274,676)

per Schedie | $10559772  § 1004639
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December 31, 2004

ASSETS
Cash and cash equivalents
Investments
Accounts receivable, net
D from other govermments
e from other fiunds
Total Assets

Special Capital
Revenue Projects Permanant Cambining
Fumds Funds Eunds Iotals
102447 5 102447
719,235 51,169,834 1,889,069
2762 2,762
151,217 181,217
298804 § 2894717 3,193,521
51304465 S2M471T S LI6HEIM  § 5360016
£ LT05  F 19500 5 11205
7,140 7,140
2,144 2,184
5 10355 10,355
70,757 270,757
281,746 19,500 10,355 311,601
1,145,432 1,145,432
1,072,719 1,022,719
2575217 2875217
14,047 14,047
1,022,719 2875217 1,159,479 5057415
SLIMA6S  S2094717 SLIGOEM  §5369.06

43

~ 131~



nnnnnn

L S - S o TR w S v R . S S " S . |

ﬂﬂﬂﬂﬂ



TOWN OF MILFORD, NEW HAMPSHIRE

Combdning Statement of Revenwes, Expenditures and Changes in Fund Balances
Governmental Fusds - All Nonmajor Funds
For the Year Ended December 31, 2004

Special Capital
Revenue Project Permumnent Combining
Eunds Fund Funds Totals
Revenues:
Licenses and permits § 19255 5 19255
Intergovernmental 460,632 469,632
Charges for services 119,621 1e621
Investment income 52212 8 19868 S 101,862 173,940
Miscellansous 255,147 10,213 265,360
Totz] Revenues 915,867 19,866 112,075 1,047,808
Expendinunes:
Current operutions:
Gieneral government 10,167 16,328 26,495
Pubilic safety 253,007 253,007
Highrways and streets 7,000 7,000
Health and welfare 67,528 67,523
Economic development 303,535 303,535
Culture and recrestion 680,548 35257 T25 208
Capital outlay Eﬂ ﬂ,ﬂ 151,759
Total Expenditres 1,388,335 94,909 51,585 1,534,829
Excess of revenues over
{(under) expendisres (472 A6K) {75,043) 60450 (48T .021)
(her financing sources (uses):
Proceeds from bond issuance 2,950,250 2,950,260
Crperating transfers in 669,762 669,761
Operating transfirs oul (136.239) _(136,.239)
Total other financing sources {ises) 53351 3,950,260 E 3,483,783
Excess of revennes and other sources.
owver (under) expenditures and other wes 61,055 2875217 60,490 2,996,762
Fund balances o begisning of year __S6I664 1098989 2,060,653
Fund balances at end of ycar $ 1022719 $75217  $ 1159479  § 5057415
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